Introduced Version

HOUSE BILL No. 1593

DIGEST OF INTRODUCED BILL

Citations Affected: IC 5-10.2-4; IC 5-10.3-6.

Synopsis: Public employees' retirement fund multiplier. Increases the
multiplier for the computation of retirement benefits for a member of
the public employees'retirement fund retiring after June 30,2007, from
1.1% to 1.8%.

Effective: July 1, 2007.

Cheney

January 23, 2007, read first time and referred to Committee on Ways and Means.
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Introduced

First Regular Session 115th General Assembly (2007)

PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana
Constitution) is being amended, the text of the existing provision will appear in this style type,
additions will appear in this style type, and deletions will appear in this styte type:

Additions: Whenever a new statutory provision is being enacted (or a new constitutional
provision adopted), the text of the new provision will appear in this style type. Also, the
word NEW will appear in that style type in the introductory clause of each SECTION that adds
a new provision to the Indiana Code or the Indiana Constitution.

Conflict reconciliation: Text in a statute in this style type or this styte type reconciles conflicts
between statutes enacted by the 2006 Regular Session of the General Assembly.

HOUSE BILL No. 1593

A BILL FOR AN ACT to amend the Indiana Code concerning
pensions.

Be it enacted by the General Assembly of the State of Indiana:

SECTION 1. IC 5-10.2-4-4 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2007]: Sec. 4. (a) This section
does not apply to a member of the public employees' retirement
fund who retires after June 30, 2007.

tay (b) The computation of benefits under this section is subject to
IC 5-10.2-2-1.5.

by (¢) For retirement benefits payable on and after July 1, 1975, for
a member retired on and after January 1, 1956, the pension (p) is
computed as follows:

STEP ONE: Multiply one and one-tenths percent (1.1%) times the
average of the annual compensation (aac) and obtain a product.
STEP TWO: To obtain the pension, multiply the STEP ONE
product by the total creditable service (scr) completed by the
member on his retirement date.
Expressed mathematically:
p=(.011) times (aac) times (scr)

ey (d) Unless the member has chosen a lump sum payment under
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section 2 of this chapter or elects to defer receiving in any form the
member's annuity savings account under section 2(c) of this chapter,
the annuity is the amount purchasable on the member's retirement date
by the amount credited to the member in the annuity savings account.
The amount purchasable is based on actuarial tables adopted by the
board under IC 5-10.2-2-10 at an interest rate determined by the board.

SECTION 2. IC 5-10.2-4-4.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2007]: Sec. 4.5. (a) This section applies to a
member of the public employees' retirement fund who retires after
June 30, 2007.

(b) The computation of benefits under this section is subject to
IC 5-10.2-2-1.5.

(¢) For retirement benefits payable to a member of the public
employees' retirement fund who retires after June 30, 2007, the
pension (p) is computed as follows:

STEP ONE: Multiply one and eight-tenths percent (1.8%)
times the average of the annual compensation (aac) and
obtain a product.

STEP TWO: To obtain the pension, multiply the STEP ONE
product by the total creditable service (scr) completed by the
member on the member's retirement date.

Expressed mathematically:

p = (.018) times (aac) times (scr)

(d) Unless a member of the public employees' retirement fund
has chosen a lump sum payment under section 2 of this chapter or
elects to defer receiving in any form the member's annuity savings
account under section 2(c) of this chapter, the annuity is the
amount purchasable on the member's retirement date by the
amount credited to the member in the member's annuity savings
account. The amount purchasable is based on actuarial tables
adopted by the board under IC 5-10.2-2-10 at an interest rate
determined by the board.

SECTION 3. IC 5-10.2-4-5 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2007]: Sec. 5. The retirement
benefit (rb) payable on and after July 1, 1975, for a member who
retired on and after January 1, 1956, before age sixty-five (65) is the
sum of the pension (P), as specified in section 4 or 4.5 of this chapter
and computed on the basis of the total creditable service and the
average of the annual compensation at retirement, multiplied by a
percent (p), plus the annuity (A), if any, purchasable by the amount
credited to the member in the annuity savings account. This sum is

2007 IN 1593—LS 7438/DI 102+

< T OO



0 N N AW~

AR B LW W W W W W W W W WWIRMNDNNNMNNMNDNNRN — = = = s
N —= O 0 00 I AN N A WRN —= O VI N A WRPOWVWOWNNO WU A WIR— OO

obtained by the following STEPS:
STEP ONE: From seven hundred eighty (780) months, which
equals sixty-five (65) years, subtract the age of the member at his
retirement date expressed in whole months (retirement age in
months) and obtain a remainder (X).
STEP TWO:
(1) If the remainder (X) is less than or equal to sixty (60), then
multiply the remainder (X) times one-tenth percent (0.1%) and
obtain a product (Y).
(ii) If the remainder (X) is greater than sixty (60), then
multiply five-twelfths percent (5/12%) times the difference
obtained by subtracting sixty (60) from the remainder (X) and
obtain a product. Add to this six percent (6%) and obtain a
sum (Y).
STEP THREE: From one hundred percent (100%) subtract the
appropriate (Y) and obtain the percent (p).
STEP FOUR: The early retirement benefit equals (p) times (P)
plus the annuity (A).
Expressed mathematically:
If "<" means "less than or equal to" and if ">" means "greater
than"; then:
(I) 780 - (retire age in months) = X;
(II) if X <60, (X) times (0.1%) =Y; or
if X > 60, (5/12%) times (X-60) + 6% =Y
(ITII) 100% - Y =p
(IV)tb=pP+ A
SECTION 4. IC 5-10.2-4-6 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2007]: Sec. 6. (a) A member who
becomes disabled while receiving a salary or employer provided
income protection benefits or who is on leave under the Family and
Medical Leave Act may retire for the duration of hts the member's
disability if:
(1) the member has at least five (5) years of creditable service
before the:
(A) termination of a salary or employer provided income
protection benefits or Family and Medical Leave Act leave; or
(B) exhaustion of all worker's compensation benefits;
(2) the member has qualified for Social Security disability
benefits and has furnished proof of the Social Security
qualification to the board; and
(3) at least once each year until the member reaches age sixty-five
(65) arepresentative of the board verifies the continued disability.
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For the purposes of this section, a member of the public employees'
retirement fund who has qualified for disability benefits under the
federal civil service system is considered to have met the requirement
of subdivision (2) iftre the member furnishes proofofthe qualification
to the board of the public employees' retirement fund.

(b) Benefits for disability shall be paid beginning with the month
following the onset of disability as determined by the Social Security
Administration. The benefit is the retirement benefit specified in
section 4 or 4.5 of this chapter with the pension computed using only
the years of creditable service worked to the date of disability and
withoutreduction for early retirement. However, the monthly disability
retirement benefit may not be less than one hundred dollars ($100).

(¢) The member may have his the member's benefit paid under any
of the retirement benefit options specified in section 7 of this chapter,
except that the member may not choose to have the member's disability
retirement benefit paid under the method specified under section
7(b)(3) of this chapter.

(d) This section applies to:

(1) a member of the public employees' retirement fund who
became disabled after June 30, 1973; and

(2) a member of the Indiana state teachers' retirement fund who
becomes disabled after June 30, 1984, and who chooses disability
retirement under this section.

(e) To the extent required by the Americans with Disabilities Act
(42 U.S.C. 12101 et seq.) and any amendments and regulations to the
Act, the transcripts, records, and other material compiled to determine
the existence of a disability shall be:

(1) kept in separate medical files for each member; and
(2) treated as confidential medical records.

() A member may continue to receive disability benefits from the
public employees' retirement fund or the Indiana state teachers'
retirement fund so long as the member is entitled to receive Social
Security benefits, including periods of trial employment or
rehabilitation under the Social Security guidelines. However, during a
period of trial employment or rehabilitation, service credit may not be
granted under the public employees' retirement fund or the Indiana
state teachers' retirement fund.

SECTION 5. IC 5-10.2-4-10 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2007]: Sec. 10. (a) Benefits
provided under this section are subject to IC 5-10.2-2-1.5.

(b) Upon termination of reemployment, except by death, the
retirement benefits from before the member's reemployment which are
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payable after termination shall be paid without change.

(c¢) If the member is reemployed for fewer than ninety (90)
consecutive school or working days, upon termination of
reemployment, contributions and interest credited to the member's
annuity savings account shall be paid to the member.

(d) If the member is reemployed for ninety (90) or more consecutive
school or working days, upon termination of reemployment, the
member shall receive an additional benefit.

(e) The additional retirement benefit consists of the sum of a
supplemental pension and a supplemental annuity. The supplemental
pension is computed under section 4 or 4.5 of this chapter using the
member's:

(1) years of service during the member's reemployment; and
(2) average compensation during the member's reemployment, if
the member is reemployed for less than five (5) years, or average
of the annual compensation (as defined in section 3 of this
chapter) during the member's reemployment.
If the member is entitled to a supplemental annuity, it consists of an
annuity provided by contributions and interest credited to the member
during reemployment, if any.

(f) The additional retirement benefits are guaranteed for five (5)
years or until the member's death, whichever is later. The member may
choose instead of the guaranteed payments any of the options under
section 7 of this chapter for the payment of the member's additional
retirement benefits.

(g) IC 5-10.2-2-7 applies to additional retirement benefits.

SECTION 6. IC 5-10.3-6-8 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2007]: Sec. 8. (a) As used in this
section, "withdrawing political subdivision" means a political
subdivision that takes an action described in subsection (b).

(b) Subject to the provisions of this section, a political subdivision
may do the following:

(1) Stop its participation in the fund and withdraw all of the
political subdivision's employees from participation in the fund.
(2) Withdraw a departmental, an occupational, or other definable
classification of employees from participation in the fund.
(3) Stop the political subdivision's participation in the fund by:
(A) selling all of the political subdivision's assets; or
(B) ceasing to exist as a political subdivision.

(c) The withdrawal of a political subdivision's participation in the
fund is effective on a termination date established by the board. The
termination date may not occur before all of the following have

2007 IN 1593—LS 7438/DI 102+

< T O O



0 N N AW~

— = e e e
D WD = O O

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

occurred:
(1) The withdrawing political subdivision has provided written
notice of the following to the board:
(A) The withdrawing political subdivision's intent to cease
participation.
(B) The names of the withdrawing political subdivision's
current employees and former employees as of the date on
which the notice is provided.
(2) The expiration of:
(A) a ninety (90) day period following the filing of the notice
with the board, for a withdrawing political subdivision that
sells all of the withdrawing political subdivision's assets or that
ceases to exist as a political subdivision; or
(B) atwo (2) year period following the filing of the notice with
the board, for all other withdrawing political subdivisions.
(3) The withdrawing political subdivision takes all actions
required in subsections (d) through (h).

(d) With respect to retired members who have creditable service
with the withdrawing political subdivision, the withdrawing political
subdivision must contribute to the fund any additional amounts that the
board determines are necessary to provide for reserves with sufficient
assets to pay all future benefits from the fund to those retired members.
The contribution by the withdrawing political subdivision must be
made in a lump sum or in a series of payments determined by the
board.

(e) A member who is an employee of the political subdivision as of
the date of the notice under subsection (c) is vested in the pension
portion of the member's retirement benefit. The withdrawing political
subdivision must contribute to the fund the amount the board
determines is necessary to fund fully the vested benefit. The
contribution by the withdrawing political subdivision must be made in
a lump sum or in a series of payments determined by the board.

(f) A member who is covered by subsection (e) and who is at least
sixty-five (65) years of age may elect to retire under IC 5-10.2-4-1 even
if the member has fewer than ten (10) years of service. The benefit for
the member shall be computed under IC 5-10.2-4-4 or IC 5-10.2-4-4.5
using the member's actual years of service.

(g) Withrespectto members of the fund who have creditable service
with the withdrawing political subdivision and who are not employees
as of the date of the notice under subsection (c), the withdrawing
political subdivision must contribute the amount that the board
determines is necessary to fund fully the service for those members that
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is attributable to service with the withdrawing political subdivision.
The contribution by the withdrawing political subdivision must be
made in a lump sum or in a series of payments determined by the
board.

(h) The board shall evaluate each withdrawal under this section to
determine if the withdrawal affects the fund's compliance with Section
401(a)(4) of the Internal Revenue Code of 1954, as in effect on
September 1, 1974. The board may deny a political subdivision
permission to withdraw ifthe denial is necessary to achieve compliance
with Section 401(a)(4) of the Internal Revenue Code of 1954, as in
effect on September 1, 1974.

SECTION 7. IC 5-10.3-6-8.5 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2007]: Sec. 8.5. (a) This section
only applies if:

(1) certain employees of a state university in a departmental,
occupational, or other definable classification involved in health
care are terminated from employment with the state university as
a result of:
(A) a lease or other transfer of university property to a
nongovernmental entity; or
(B) a contractual arrangement with a nongovernmental entity
to perform certain state university functions;
(2) the state university requests coverage under this section from
the board; and
(3) the board approves the request.

(b) The withdrawal of the employees described in subsection (a)
from the fund is effective on a termination date established by the
board. The board may not establish a termination date that occurs
before all of the following have occurred:

(1) The state university has requested coverage under this section
and provided written notice of the following to the board:
(A) The intent of the state university to terminate the
employees from employment.
(B) The names of the terminated employees as of the date that
the termination is to occur.
(2) The expiration of a thirty (30) day period following the filing
of the notice with the board.
(3) The state university fully complies with subsection (c).

(c¢) A member who is an employee of the state university described
in subsection (a) as of the date of the notice under subsection (b) and
who is listed in the notice under subsection (b) is vested in the pension
portion of the member's retirement benefit. The state university must
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contribute to the fund the amount the board determines is necessary to
completely fund the vested benefit. The contribution by the state
university must be made in a lump sum or in a series of payments
determined by the board.

(d) A member who is covered by subsection (c) and who is at least
sixty-five (65) years of age may elect to retire under IC 5-10.2-4-1 even
if the member has less than ten (10) years of service. The benefit for
the member shall be computed under IC 5-10.2-4-4 or IC 5-10.2-4-4.5
using the member's actual years of creditable service.

(e) The board shall evaluate each withdrawal under this section to
determine if the withdrawal affects the fund's compliance with Section
401(a) of the Internal Revenue Code of 1954, as in effect on September
1, 1974. The board may deny an employee permission to withdraw if
the denial is necessary to achieve compliance with Section 401(a) of
the Internal Revenue Code of 1954, as in effect on September 1, 1974.

SECTION 8. IC 5-10.3-6-8.9, AS ADDED BY P.L.158-2006,
SECTION 3,IS AMENDED TO READ AS FOLLOWS [EFFECTIVE
JULY 1, 2007]: Sec. 8.9. (a) This section applies when certain
employees of the state in particular departmental, occupational, or
other definable classifications are terminated from employment with
the state as a result of:

(1) alease or other transfer of state property to a nongovernmental
entity; or

(2) a contractual arrangement with a nongovernmental entity to
perform certain state functions.

(b) The governor shall request coverage under this section from the
board whenever an employee of the state is terminated as described in
subsection (a).

(c) The board must approve a request from the governor under
subsection (b) unless approval violates subsection (k), federal or state
law, or the terms of the fund.

(d) As used in this section, "early retirement" means a member is
eligible to retire with a reduced pension under IC 5-10.2-4-1, because
the member:

(1) is at least fifty (50) years of age; and
(2) has at least fifteen (15) years of creditable service.

(e) As used in this section, "normal retirement" means a member is
eligible to retire under IC 5-10.2-4-1, because:

(1) the member is at least sixty-five (65) years of age and has at
least ten (10) years of creditable service;

(2) the member is at least sixty (60) years of age and has at least
fifteen (15) years of creditable service; or
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(3) the member's age in years plus the member's years of service
is at least eighty-five (85) and the member is at least fifty-five
(55) years of age.

(f) The withdrawal of the employees described in subsection (a)
from the fund is effective on a termination date established by the
board. The board may not establish a termination date that occurs
before all of the following have occurred:

(1) The governor has requested coverage under this section and
provided written notice of the following to the board:
(A) The intent of the state to terminate the employees from
employment.
(B) The names of the terminated employees as of the date that
the termination is to occur.
(2) The expiration of a thirty (30) day period following the filing
of the notice with the board.
(3) The state complies with subsections (g) and (i).

(g) A member who:

(1) is an employee of the state described in subsection (a) with at

least twenty-four (24) months of creditable service as of the date

of the notice under subsection (f); and

(2) is listed in the notice under subsection (f);
is vested in the pension portion of the member's retirement benefit. The
state must contribute to the fund the amount the board determines is
necessary to completely fund the vested benefit. The contribution by
the state must be made in a lump sum or in a series of payments
determined by the board. The benefit for the member shall be
computed under IC 5-10.2-4-4 or IC 5-10.2-4-4.5 using the member's
actual years of creditable service.

(h) A member who is covered by subsection (g) and who is at least
sixty-five (65) years of age as of the date of the notice under subsection
(f) may elect to retire under IC 5-10.2-4-1 even if the member has less
than ten (10) years of service. The benefit for the member shall be
computed under IC 5-10.2-4-4 or IC 5-10.2-4-4.5 using the member's
actual years of creditable service.

(i) A member who is covered by subsection (f) and who, as of the
date of the notice under subsection (f), is less than twenty-four (24)
months from being eligible for normal or early retirement under
IC 5-10.2-4-1 may elect to retire by purchasing the service credit
needed for retirement under the following conditions:

(1) The state shall contribute to the fund an amount determined
under IC 5-10.2-3-1.2 and payable from the sources described in
subsection (j) sufficient to pay the member's contributions
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1 required for the member's purchase of the service credit the

2 member needs to retire.

3 (2) The maximum amount of creditable service that the state may

4 purchase for a member under this subsection is twenty-four (24)

5 months.

6 (3) The benefit for the member shall be computed under

7 IC 5-10.2-4-4 or IC 5-10.2-4-4.5 using the member's actual years

8 of creditable service plus all other service for which the fund

9 gives credit, including the creditable service purchased under this
10 subsection.
11 (j) The amounts that the state is required to contribute to the fund
12 under subsection (i) must come from the following sources:
13 (1) If the state receives monetary payments under the lease or
14 contractual arrangement described in subsection (a), the proceeds
15 of the monetary payments received by the state. The state may not
16 require, as a condition of the transaction to transfer state property
17 or have certain state functions performed by a nongovernmental
18 entity, that the nongovernmental entity directly or indirectly pay
19 the amounts that the state is required to contribute under
20 subsection (i).
21 (2) If the state does not receive any monetary payments under the
22 lease or contractual arrangement described in subsection (a), any
23 remaining appropriations made to the state department, agency,
24 or other entity terminating the employees described in subsection
25 (a).
26 (3) If the sources described in subdivisions (1) and (2) do not
27 fully fund the amounts that the state is required to contribute to
28 the fund under subsection (i), the board shall request that the
29 general assembly appropriate the amount necessary to fully fund
30 the state's required contribution under subsection (i) in the next
31 biennial state budget.
32 (k) The board shall evaluate each withdrawal under this section to
33 determine if the withdrawal affects the fund's compliance with Section
34 401(a) of the Internal Revenue Code of 1954, as in effect on September
35 1, 1974. The board may deny an employee permission to withdraw if
36 the denial is necessary to achieve compliance with Section 401(a) of
37 the Internal Revenue Code of 1954, as in effect on September 1, 1974.
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